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December6, 2002

Ms. MarleneDortch
Secretary
FederalCommunicationsCommission
~ 12th Street,SW, RoomTWB-204
Washington,DC 20554

Re: NoticeofOral Ex ParteCommunication,IntheMatterofReviewofthe
Section251 EjnbundlingObligationsofIncumbentLocal Exchange
Carriers,CC DocketNos.01-338,96-98and98-147

DearMs. Dortch:

On December4, 2002,Mike Pfau,Rich Rubin,Rich Clarkeandtheundersigned,
all representingAT&T, metwith RobertTanner,JeremyMiller, DanielShiman,Ben
Childers,Ian Dilner andAaronGoldbergerofthe Commission’sWirelineCompetition
BureauandSimonWilkie oftheCommission’sOffice ofPlansandPolicy. Thepurpose
ofthemeetingwasto discusstheengineeringandeconomicdisadvantagesthatCLECs
facein tryingto competein themass-marketusingaTJNE-L strategy. All commentsmade
at themeetingwereconsistentwith theattachedpresentationmaterialsandtheanalyses
submittedviaexparteon November25, 2002.

Consistentwith Commissionrules,I amfiling oneelectroniccopyof this notice
andrequestthatyouplaceit in therecordoftheabove-referencedproceedings.

Sincerely,

JoanMarsh

cc: ThomasNavin RobertTanner
JeremyMiller DanShiman
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ILEC vs. CLEC loop interconnection

ILEC Office A
(Retail Customer SWC)

ILEC total
$0.50

— ILEC Backhaul Network
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ILEC COST ESTIMATE INFORMATION:

WhenanILEC activatesservicefor aretail customer,thecustomerloopmustbe connectedto the switch
port. Eitherashortpair of wiresis runbetweentheioop andthe switchport appearanceson theMain
DistributionFrameor, if theconnectionwas left in place,asoftwaretransactionactivates
service. Theconnectionbetweenthe loopandtheswitchfunctionality for theILEC is ashort copperpair
thatrepresentsacostwellunder50 centspermonth.

CLEC COST ESTIMATE INFORMATION:

ALL COSTSREPRESENTEDiN THIS PRESENTATIONARE CONSERVATIVE ESTIMATES OF
AVERAGEiNDUSTRY COSTSRELYING ON A RANGEOF iNDUSTRY iNPUTSAND ARE NOT
NECESSARILYREFLECTIVEOF AT&T’S ACTUAL COSTSFORA PARTICULAR WIRE
CENTER’SLOOP COLLECTION AND BACKI-IAUL NETWORK.
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WhenanCLEC attemptstoprovidevoicegradeserviceoveraUNE-L, it mustinvestin anextensiveloop collection
andbackhaulinfrastructureto replacetheequivalentoftheILEC tie-pair. First,the CLECmust digitize, concentrate
andmultiplex everyUNE-L to permittransmissionofthecustomers’communicationsto adistantswitchinglocation.

Theaveragephysicalcollocationrecurringmonthlyrentalcharges(by state)rangefrom $1,200(CT) to $8,200(NY)
permonthbaseduponRBOCcharges.Variationsin thechargesforpower, requirednumberoffeeds,andrentalof
theactualfloor spaceaccountfor alargepartof thevariations. A largecollocationwill havefrom 1,000to 3,000lines
(anaveragesizeRBOCLSOhasabout 15,000D50equivalents,sosuchvolumesimplyasinglecarriercaptures7%to
20%share). Nevertheless,it is theoreticallypossibletoplaceup to about 9,000lines in a 100squarefoot cage. Thus,
themonthlycollocationrentalminimally representsacostof from $1.20($1,200/i,000)to $2.73($8,200/3,000),or
roughly$1 to $3. A rule ofthumb is thattheamortizedspacepreparationcostsimposedby theILEC (e.g., for
preparingthe floor space,segmentingit into cages,providingpowerfeedsandHVAC, etc.)will be in therangeofthe
monthlyrecurringcosts.Thus if themonthlyrecurringcostsrangefrom $1 to $3 permonth,thentheamortized
monthlycostfor thespacepreparationwill bein thesamerange.

AverageRBOCcollocationcostsareabout$4,200andspacepreparationcostsarelikely to be about$225,000(or
$5,087permonth)for atotalof $9,287permonth. A full 100squarefootcollocationcanpracticallyhold6,000to
8,000lines, sotheabsolutebestthatcanbeexpectedis acollocationcostof slightly under$1.40/line ($9,287/7,000),
but for still-large collocationsof 3,000to 4,000lines, actualper-linecostswill be aboutdoublethe$1.40figure.

The DSO infrastructure,includingDLC, DSX,muxes,framework, fusebaysandinstallation,for acollocationhaving
1,000to 3,000lines, canbe in therangeof about$188,000(for 1,000lines)to about$363,000(3,000lines),which
equatesto amonthlycostper line of $3.15(3,000lines)to $5.29(1,000lines), or roughly$3 to $5. Thebest
theoreticallyachievablecostif thecollocationsupportstheverymaximumrangeof lines(6,000to 8,000) is in the
rangeor$2.53 (8,000lines) to$2.68(6,000lines). At 7,000lines,theaveragecostis $2.31for equipmentand$0.24
formaintenance.

Thesefiguresareconfirmedas quitereasonablewhencomparedwith theCommission’sSynthesisModel. This model
costsa1,000line DLC atabout$187,000,anda3,000line DLC at$499,000.
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In orderto backhaulthe loop from thecustomer’swire centerto the CLEC switchlocation,afacility
will typically connectthecustomer’swire centerto anaggregationhub wheretheCLEC likely hasa
facility-basedcollocation. BaseduponprevailingRBOCspecialaccesstermplans,andassumingno
channelterminationsarerequired,thecostof backhaulfor 1,000to 3,000linesundera5-yearterm
planin theleastcostlyRBOCterritory will be in therangeof $0.19($510/2,688)to $0.51
($510/i,000)perline permonth(while a3-yearplanin acostlyRBOCyields arangeof $0.74
($1,990/2,688)to $1.99($l,990/l,000). [Therangeis ($0.19+$0.74)/2to ($0.51+$1.99)/2,which
wasgeneralizedto arangeo $0.50to $1.50. At maximumcageutilization, thiscostwill bein the
rangeof $0.19to $0.26per line if a5-yearcontractis employedin low-costRBOCterritory($0.22
for 7,000lines).(In therangeof 6,000-8,000lines,3 DS3sarealwaysrequired)

Transportcostsfrom thenodeareafunctionofthe level of utilizationof thenodefacility andthe
efficiencywithwhichtherequiredDS3sare filled. If thenodetransportis filled to 80%of capacity,
the costperD53 is $841/monthandtheunit costfor 3,000linesis about$0.50per line. ($841*2
DS3sfor 3,000linesat4:1 concentration)/3,000lines. If thetransportfacility is onlyhalf full, the
DS3 averagecostis $1,357andfor 1,000linesoneDS3is requiredfor anaveragecostof$1.36per
line. Fromapracticalstandpoint,thebestthatcanbeachievedis 6,000-8,000linesrequiring3
D53s. AssumingthataCLEC canbuild afacility thatit justmanagestojustify (supporting18 DS3s
oftraffic), thecostperDS3is $1,809andtheaveragecostper line is $0.68to $0.90per line
((1,809*3)/8,000to (1,809*3)16,000).At themid-point, thecostis $0.79,sothe combinedbackhaul
costis somewhatover$1.00perline. Notethatthelow backhaulfill is not aresultofpoor facility
managementonthepartofthe CLECbut is insteaddueto theinability to aggregatesufficient
demandattheILEC LSOswherecollocationis established.

At thispoint, theCLEC which canacquirehuge6,000to 8,000linesout aasinglewire centerhasa
tie pair in placethatcostsabout $4.96(= $1.40collo + $2.31DLC infrastructure+ $1.01backhaul
+ $0.24maintenance).But for morereasonablysized1,000to 3,000line collocations,thecostis
closerto $8.91(= $2.80collo + $4.22DLC infrastructure+ $1.65backhaul+ $0.24maintenance).
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51-53 51-53 53-55 50.50.51.50
CoOn build CoOn rent DLC Transport
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TheCLEC cantheninitiate serviceviaa hot cut. Assuminga medianchargeof $35/loopandthat
equivalentcostsareincurredby theCLEC to coordinatetheworkplus 10-20%rework,thisaddsa
costofabout$2.23/looppermonth(assuminga 36-monthrecoveryperiod).

Thesametie-pair cost(astheILEC) wouldalsoexist.

Detail:
MedianHot Cutcharge= $35.00
InternalCost =$35.00
15%rework($70*.15) =$10.50
averagetransfercost/successfultransfer= $80.5

averageaccountlife 36 months
cost/month(withoutanyfinancingcost)= $2.23/month

Therefore,CLEC dial-toneis deliveredataminimumunit costdisadvantagef $7.19/month
($4.96+$2.23),assumingboththeILEC andCLEC incurandequalchargefor thecross-connection
atthemainframe

Notethatthestatehot cutchargesarehighly variable,rangingfrom alow of $2.38in MN to ahigh
of$194.22in AZ/ Amortizedovera36-monthperiodandreflecting 15%rework (andnot
accountingforany),thecostsassociatedwith ILEC chargescanrangefroma low of under0.$10
($2.38*l.15)/36per line permonthto ahighof over$6.00/linepermonth(194.22*1.15)136.

SeealsoNovember24,2002AT&T expartecontainingdetaileddiscussionsof thecostofbuild
CLECback-haulinfrastructure. In particular,thisex partediscussedthe fact thatSBCappearsto
havestipulatedto roughly theseextracostimpairmentsto aCLEC seekingto collectandbackhaul
unbundledvoice-gradeloops.
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